BD 166 290 



DOCOHBHf BESUMB 



OD 018 957 



AUTHOR 
TITLE 

PUB DATE 



EDRS PBIC^ 
DESCRIPTORS 



Thompson^ Ronald Braithwait^^ Ronald L. 

The Role of Minority Firins and 8(a) Companies in 

Educational Research and Development. 

31 Mar 78 ^ ^ v 

1'>p.; For a related document ^ see UD 018 877; Not\ 

availajDje in hard c6py due to marginal v 

reproducibility gf the original document 

MF-$0:-83 Plus Postage* HC, Not Available from' E»RS. 
♦ Black Businesses; *Busin ess i * Contracts; Economic 
Opportunities; *Educational Research ; *Federal Aid; 
Federal Legislation; Federal Regu^lation; *Minority 
Groups 



ABSTRACT . r 

Over the last decade^ minority firins and individuals 
have become increasingly more active in the process of educationaJL 
research and developneiit (RSD) activities. The future of such 
involvement appears to be one of contin,ued increase^ both because of 
the response of the matketplace and the growth in the number of firms 
owned by ipinqri'ty indiiriduals* Such firms may be eligible to 
participate in special procurement programs established at locals 
State, or Federal levels- At the Federal level, the Small Business 
Administration* s 8^ (a) Procurement Program ' enables f irm,;S to compete 
for Federal procurements on a restricted set ^aside - basis whereby 
firms are guaranteed a certain portion of the budgetary expenditures 
Df an agenc-y. For a firm to be eligible, 31* of its ownership must be 
held by* minority individuals who can prove that they are socially or 
economically disadvantaged- However, criteria for determining such 
eligibility are mainly subjective. All minority firms, whether 
eligible fox 8.(a) or not, can compete for other Federal, State, and 
local contracting opportunities. Recent Federal enactments have 
mandated that minority firms receive a certain percent of government 
dolla^rs. (Authpr/WI) , 
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Over the la^t decade, nn'nority firms and individuals have becor'ne 
increasingly more active in the process of educational research and 
development activities. The future of ^uch involvement appears to be 
one of continued increase both because of the responsiveness of the 
marketplace and the growth in the number of minority firms and 
professionals qualified to engage in such research and developinent 
activities.- This anticle addresses the processes ^y which minority 
firms become certified to participate in the^Federal Government's 8(a) 
procurement proce-^s. Additionally, a general review of the educational 
-research a/id development marketplace, in which minority professionals 
may become involved, is discussed. 

Firms which are owned by minority individuals inay be eligible to 
participate in special procurement pr^ograms established at the local, 
state, or Federal levels. One such program which operates at the 

Federal level is the Snal] Business Administration's 8(a) Procuronient 

i 

Program. This program ejiables -el igible firms to Compete fo^r Federal 
agency procu/enients on a restricted or set-as ide^^ljias i s . All Federal 
agencies are mandated to reserve a certain porti^o|^f their budget for 
contractor-provided products and services to be secured sp/ecif ical ly 
from 8(a) qualified firms. In establishing sot-asides, ttrerefore, R(a) 
firms. are guaranteed, as a whole, to receive a certain portior| of the 
budgetary expenditures of an agency. This does not mean, however, that 
an individual 8(a) firm will neces|arily receive any'Federal procurements 

. ■/ 1 



The 8(a) process is advantageous to Federal procurrMncnt officials 

who wish to expedite the selection of a contractor to perform , a certa^in . 

service or provide a certain product. Typical Tederal procurements 

i nvol ve .1 eiigthy and t ime-c'onsunn ng buroawcratic processes. Although 

they are designed to result in fair coripetition and yield the most 

qualified and cost-effective av;ards, coirpetitive procurement processes 

.are slow Olid cunberso^e. Agency officials who desire the initiation 

of a project within a '"airly short period of time wijl often turn to 

the 8(a) process because of the relative ease with which it one'rates. 

Once a particular procurement opportunity is designated for the 8(a) 

set-aside program, it is relatively simple and fast to- select an 8(a) 

eompany to negotiate a particular procurement without subjecting that 

procurement to competition amofuj other qualified 8(a) firms. 

• ( 

Restricted competition within the 8(a) procurement process is 
the major advantage to eligible minor'ity firms. While 8(a) procurements 
may be competitively awarded i^mong a group of qualifi(;;d f i irms , such 
competition is limited to three fir^ms for any given procurement. Thus, 
at most, an 8(a) fit^m only competes with two other firirfs for the award 
of ary single 8(a) contract. As pr^eviously noted, pr-ocurenent officials 
can a»so designate a single 8(a) firm to negotiate a procurement without 
any cuuipet i I ion whatsoever. Ttius, the 8(a) process enables eligible 
firfTis to procure federal contracts with a minimum oX competitive pressure. 
This in no way siiggests that these firms cannot compete favorably with 
other 8(a) or ^non~8(a) com[)anies. Jhe key to success i'n any procurement 
environment is 'to be well (jualified. Ho matter how simple the'prucess 
~0r restricted the competition, Federal agencies are not in the habit of 
procui^ing services from com[ianies who are ill equipped to pr^ovide them. 
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Thus, whfie the 8(aj procureinent process does restrict coflipotriion, it 
does not subs>titute convenience for quality. ' ■ ■ 

Because the a(a) pro^^s is one that restricts competition* > e 

- * V 

success for 8(a) firms involves building aiid maintaining an information 
network. Procurement opportunities set aside in the"8(a) program are . 
not published in the Co^nmerce Business Dai ly^ as ^re competitive ^ 
Federal procurements, nor a.r^ there requjiPS^ents to notify eligible 
8'(a) companies when a procurement opportunity is beipg directed through / 
the 8(a) process. .Hencej-iit is' advanttigeous for each 8(a) firm to 
'maintain contact within Federal agencies to ledrn of 8(a) procurement 
opportunities when they arise. The onus af being informed is on the 
8(a) company and not on an indi\^idual Federal agency. Without such 
market information a wel 1 -qual i f ied 8(a)-firni may never be considered 
for a single 3(a) procurement. Armed with an |^'/areness of where such 
•procurements exist, however, a wel 1 -marketed 8(a.) firm may find itself 
in competition for a vast number of 8(a) awards. 

While the benefits have been described, the 8(a) procurement, 
process, historically, has nut been a program through which large 
numbers of minority firms have received access to the estiiriated $30-4Q 
billion a year that th^^ Federal Govor:nment' spends in procuring goods 
and .services. As of Oocember 31, i97 7 , fewer than 1,500 firms had been 
certified as eligible to participate in the 8(a) program. Of these,' ^ 
only. 255 offer professional services to Fe^deral agencies. During the 
Government'' s 1977 ffscal year, only 199 of the cligib-le professional 
services 3(a) firms had received contracts; those contracts totalled 
only SS4 mil 1 ion^ * ' , ' ' ■ 
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Approx imately cfnc-half of th^ professional '^services firms c('rtified 
* . * *** 

to participate in the C(a) program are located in SBA's Region III, 
which encompasses . the Washington D. C. area. These firms received a 
total^BP$62 million in contracts during FY77, or almost' 62 percent jof 
the total value of contracts receivi?d-by .all 8(6) professional services 

1 ' • ' 

companies. This fact may l>e attributed to the restricted coijipetition 

."^^ • ' ^ 
for 8(a) awards which necessitates maintenance of awareness of 8(a)' 

contract opportunities as they. arrive. Thus, the 8(^a ), program can be 

criticized for not having achieved a hig'h volume of procurement activity, 

especially in the area of professional services. The future, however, 

does appear to be one of increased 8(a) contf^acti ng. 

' 'J 

President 'Car ter, in a September 12, 19/7 statement on minority 
business enterprise, mandated that all FefJeral agencies double their 
purchases of services from minority fij'ms during the next tv/o fiscal 
years. He estimated that this increase .sfioul d raise the level of 
Federal Government purchases from minority firms to about $1 billion. 
Furthermore, he mandated that all agencies vigorously enforce subcon- 
tract i ng- prov i s i ons which require that recipients of large prime 
contracts utilize minority firms as subcontractors in completion of ^ 
their awards. Those .of us who are active in ttie Federal - procurement 
sector have al r^eady .begun to si^e manifestations of these ini tiatives . 
Heretofore, where agenc i es . ha vd been unrespori^ i ve to minority cori![)an-i es , 
they are now indicating tlieir willingness to contract with such firms. 
Oppor~tun i ti es for 'subcontract i ng awards have also significantly increased. 

Sii^all Business Administration. Report and Recoiniriendat ions on the 
Section 8(a) Program for A. Vernon Weaver Admi ni strator, January 31, 1978, 
p. 22. . , J 



Therefor^e, niinority firms and professionals iritoros^ed in the area of 
educational research and development TiTay identify increased opportunities 
to become involved. 

A di^cussior^' of the 8(a) program would be incomplete without 
consideration of the ways in which firms become eli^'ble to participate^ 
in this procurement program. As a beginning step,^terested firms must 
approach their district Snail Business Administration office and apply 
for certUication to participate i(i^{a). To be eligible, at' least 
fifty-one perc/ent of a firm's ownership must be held by individuals who 
•are eligible to participfite ^in the prograiiy -Eligibility requirements, 
however, are somewhat vague and confusing. The i ni t iaT 1 egi s 1 ati ve 
intent appears relatively cle-ir. The intent was that all minority 
individuals would be eli'fiblb to t^art ic ipate. However, during recent 
years the Small Busfness Administration has decided that eligibility ' 
should be restricted to those indi vi-^tra'l s who could show that they were 
disadvantaged in either social or economic criteria. Objective eligibilit 
criteria to measure social, or economic disadvantages do not exist. Each 
c^ise, therefore, is-typically decided on its own merits. Interested 
applicants are advised to be cautious when applying for 8(a) eligibility 
and to discuss the merits of their dppl ipat ions with SBA of/icials. 
Individuals, who may current^^y bo certified, are encouraged to carefully 
review the'SBA's standard operating procedure for the 8(a) program before 
submission of an application. These steps may enable you to tailor your 
statement of economic or social <ii sadvantagement to the particular 
audience considering your case. ' 

All irjinority firms, wlietf^er eligible for the 8(a) program or not, 
canucompete fd^r other Fedt^^ral state, and local contracting opportunities. 



In fact, the overwtiel mi ng size of these iiuirkots, when coiiipared to' the 

r 

'8(a) market, necessitates that iDinorM ty' firms investigated them, 

Eligibility determinations for participation in, the 8(a) program 
are' based on the total amount of 8(a) pr^ocureinerits available within an 
industry. If the regional office feels that insufficient procurement 
funds are available to. support existi/ig 8(a) coiiipan ies' w i th i n a 
particular industry, additional certifications in that industry may 
be withheld. In view of the Car^ter Adinui i stra t i on ' s stated support for 
growth in the 8(a) progf^am, this ap[)roach to denying eligibility [nay be 
ifival idated. 

Recent federal enactments have mandated that minority firms receive 
a stated percentage of Federal , state, or local contract dol lars. The 
Public Works Autjior i zat ion of 1977 enabled minority f irins to receive 
15 percent of all Public Works contracting while a sifnilar^ District of 
ColujTibia law required that a 25 i)ercont share of the District's budget 
for'r'nnori ty contractors'. Federal agencies, such as the Dopartfiient of 
Transportation, have created departmental set-aside programs that 
opor^ate independently of^the S(a) progr^am. further, with the coining to 
power of blacks and other minorities in local poli-tical aroas^ procurement 
offices have begun to.lowei' ttie^ i st.o'r ic barriers that fiave prevented 
minoiM'ty cof.V^^i^m'es from winning ron'^ra^'t awards. 

The marketplace for. educationaT research and devel of^iiiont services 
is not solely limited to the Federal es tabl i sfiment . S^inceall federally 
sponsor^cd grant recipients are requiix^d to include an l^vrj 1 ua ti on 
component, hence, local school boards coMiprise a vast market for 
evaluation activities. Quasi federal jyiMicies, such as Lho National 
Science Foundation, are other sourc(^s which procur^e cons i ^!ei a bl e edurational 
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R X D sor'vitos. largo (jovorfinit'nt \)r\m\ ko\\1\\\lU)V'. .ir(^ so. bcioui i n<j a 
significant source of contractiny o[^|)or^lun i ty . Sinco suhcont rd(, t i ng 
opportunities must be made availahle to minority owned firms l)y prime 
contr-actors, this promises to t)0 a si/iMl)l(^ mark(?t arr^a. Survey efforts 
and instrum(Mi't deve1o()mont tasks are (^xam|)les of wor-k that is often 
subcontracted in the ^:onipletion of r-es(vjrch (,^fforts. TJone of these 
non-Federal sources require 8(aj cor't i f i ca t i on of niinority firms. 
Within the Federal es ta t)l i sliment , the National Institute^ of 

■ ) 

Fducation, the Office of Education, and the fJational Center for 
Fducdtional Statistics within the nepartment of Health, Fducation, 
and Welfare, are the, largest pur"c[iasers of ofiucational R&D ser-vices. 
As indicated in Appendix A, 8(a )oxpendi tures from tfiese three sources 
totalled $4 million in FY77. The uoals of tliese tlir^M^ aoencies 

/ 

are slightly under the FY77 total (See Ap()^Midix /v ) . It slmuld be 
noted that these goals are not restricted to ()r7)cijreni(rn t of [)rofessional 
services, but also include all S(a) cont r-ac t i ng . (Note: Fxpc^Kii tures 
of the/Jational Center for Fducational Statistics are included with 
those of the Office of Fducation). _ ■ 

>■ Contracts for evaluation of piuxjrani [)e)^ff)r(;iarr(:e wJiich ifijpacts ^ 

, . 1/ . . . ' 
policy initiatives, comprise other sources wlK^rc^ tfie r.Mlls of the 

ed;jca t ional t'osparch ' and devel opmen t ostabl i sh'iK^nt are utili/ed". Tfie 

Dei^artr^ents of Labor, and other \\\\\ afjenc ies , ^i . e . tlie Offife of liuj'ian 

novelopnient , the f^ublic Health Sei^vico, jfuJ tfie Officf^ of fM j'ln ino 'ifi# 

Fvaluation procure evaluation service's in 1 (U fj^e -n.tourits . Ifiese sour^^'es-"'''^ 

should be investigated for contracting oppurtun i't i es in addition to tfiose 

already noted. Many, of tlie [profess imHciI p^jpc^rs ()r(>*;r'n t.o(j at this ^](3thcrinq 

will focus on the future thrusts, of those (1<J('Mc i t:-s and sfiould br- >i:,o[i i ^orr^d 

closely by those inter^ested in [jOcnmino c3ctive in tfu^ erlij^:ational R h j 

na rket pi ace . * 
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An iiiiporlanL iniLi<iLiv(' of t.lu* (^irt,(M- Aflin in i s U\! L i on Ixmmi its 
t^cor'cjan ) /a t ion of (V]iJ<^l ciiiph^yiiuMit. (ipfjort un i t.y ( i fUM.(» L i v i t i(*s . 
Ih i s' rf'ornan i /a t ion ti.is rcsnlh^l in <\ (Irainat. ic in( tiMso in th(^ If'V.(»1 <ind 

y . ' 

furuiiiH] of (M)ual (Mii[)l(>^yiii(?nL (:oi;i[W i,jn(:(^ r(»viows. Ificrp for-p , ps {.cif)l i sfiod 

non jiiiiiDr ily firiiis wtu) tiav(^ ()rpvi(Misly vcr^y succossful irt tjie 

n(lu( <it. jon.i 1 l\ ^ n fiia r (K find I vf^s in a posit.ion of fiavinq 

to (.erLify UiaL Uioy liavc] l)f'on af f i niuit ivfMy a(.Livo. M^iny firms, 

hov/(W(?r, cannot make '.uc)] a (JMt i f i ( a t i on . If ttioy are lo rontinuo to 
"\ 

rcc.civo r(M.loral pr(>( ui^riiirn ts t firy must i rn t, i a t(^' or sli»p-up oxistiruj 
af.f iriiiati vo action (;l.uis witfi rc'.prct to (.Ikmc l)irin(j of pr^off^ss ional 
and non-[)r of(^ss iorial staffs. Ffiis would result in an incroase in 
(hJJvity in tdif^ jidi market for fiiinoritios at, all Icvols, including those 
iritrtrst(Mj in (liiiaaMonal rcs^^ir^.fi and df'Vr I oiiiiicn t a(.tivitirs. Minority 



[u*o ft^ss i ona 1 s should also l)n (^ncourayod to ['ursuc^ rr^l a t i (jnsfi i [)S with 
iiifU)rity ioinpiUiirs v/l^arc active in tlie eduC(itional rc'.oarn:h and 
devel opiNiMit marketplace, *nucIi firms often |)r>r^>pnt many c)p[)urtufi i t i es 
for involvonient rdncjin;^ from full or [)art'-t.ime efiipl oyinent to consul tantships 
rtiis is p.«n- M CM 1 (\r ly trU(^ of profess iofia 1 '.(Tvice finals wliose [jrojec t.s ^'riry 
cons id(.'r(d)ly from yi^ir to yoar. ()[ipo['tiini ties to l)(>c()nio involv(,^d in 
tJr~(;i^'.)sdl [jcf '[)arMt i on f f '-)r t, '\ a fid pi^o t i im[>1 odini l(U i on i forts are^--^ oft on 
avaiiaMe in ^usd^ o^ r.-.uiif'S . ^ 
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APPENDIX A 

MINORITY DUSINtSS 5(A) PROCUREMENT DATA 
SUMMARY OF DHEW PFRFORMANCE. ^Y AGENCY 
FY 1977 AND GOALS FOR FY 1978 



FY IV. OOALS 
NUMBEK AMOUNT 



Office of Educat 1 on 

National Institute of Education 

Publ ic Heo 1 th Servi cg 

HeaJth Service Administration 
. Health Resources Administration 

Center ''or Disease Control 

Alcohol, Drug Abuse, and Mental 
flea 1th Adfni r "i s tra 1 1 on 

*JcTtiona' Institutes of Health 

Food and [|rug Administration 

Administration Services Center 

HCFA 

Social Security Administration 
OFEPM 



20 
10 
206 



20 
7 

. 0 



$2,734,000 
1,000,000 
13,'3RO,000 



2, 000, '000 
750,000 

- 0 



FY 77 TOTAL 
NUMBER AMOUNT 



13 $2,222,833 
11 1,803,085 



14 

18 
12 

41 
IS. 
21 
23 
20, 
8 
4 



995,145 
1,149,821 
523,725: 

2,856,276 
1,405. 665 
i;706.919 
1,488.466 
802.223 
634,028, 
259,679 



*Data not available 
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APPENDIX A-Continued 
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Office of Secretary 
Office of Human Developnient 
REGIONAL OFFICES :' 
^OTALS 



FY 78 GOALS 
NUMBER AMOUNT 



48 $4,000,000 
87 10,000,000 



FY 77 TOTAL 
NUMBER AMOUNT 



28 
61 

5 

297 



$2,322,839 
6,124,226 
467,885 
$24,772,815 
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